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SUMMARY 


The Norwegian Government's program to improve the competi- 
tive position of Norwegian industry appears to be succeed- 
ing. Increases in costs and prices are being held at low 
levels, exports are up and unemployment is not as bad as 

had earlier been feared. Better than expected demand from 
Norway's trading partners has also played its part in this 
brighter-than-anticipated picture. The Norwegian Government 
has taken advantage of the improved outlook to ease somewhat 
the harsher aspects of the structural adjustment process. 
The picture for sales of American products, enhanced by a 
more affordable dollar, is good. 





WAY - ECONOMIC A 


All values in U.S.$ million and represent period averages unless otherwise indicated. 


Exchange Rate: 
U.S. $1.00 = NKr. 5.10 


INCOME , PRODUCTION , EMPLOYMENT 


P_ at Current Prices 2 41,094 10. 41,941 
NP at Constant (1 Prices 41,094 E 41,941 


Per Capita GNP, Current Prices dollars 9,201 10,127 10.1 10,292 


Plant & Equipment Investment 8 588 9 305 8.3 9,026 
Personal Income 2 29 462 11.4 


Indices: Manufacturing Industry 
Production (1 =] 
Av. Industrial Wage (1974=1 
Labor Force (thousan 
Av. Unem ent Rate 


MONEY AND PRICES 


Money Supply (Mi 8 11,066 

Bank of Norway discount rate (4%) 7 a. 0 7 
Consumer Prices (1974=100) 133.0 143.8 8.1 150.0 
Wholesale Price (1977=100) 100 105 5.0 111.0 
Retail Sales (1975=100) 133 134 0.8 135 


BALANCE OF PAYMENTS AND TRADE 


Net Gold & For. Exch. Reserves * 1,8 40. 2 


Balance of Payment, Current Account -5,1 S 2,12 
Balance of Goods and Services - 1 = -10 
Exports, excl. ships, FOB 1 j 11,412 
Y.S. Share (%) 4.9 5.9 P 6.0 
Imports, CIF ex. ships 11,94 11 4 11,882 
U.S. Share (%) 6.9 ee at 7.4 


MAIN IMPORTS FROM THE U.S. 
(in million U.S. dollars) Period January-March 
1978 1979 


Machinery and Transport equipment s e 
Soybeans ; 24. 
rains ‘ 71 
Coal, Petroleum ‘ 12.1 
Fruit and Vegetables ‘ 8 
Scientific and Technical Instruments 3 8. 


(Total all commodities from the U.S. 194.8 236.4) 


# End of period figures 
## Estimate 


Sources: Central Bureau of Statistics, Ministry of Finance, Bank of Norway. 
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I,CURRENT TRENDS 


Moderate Growth Foreseen 


The general outlook for the Norwegian economy is brighter 

at midsummer than it was half a year ago. Foreign demand, 
however, continues to represent the most dynamic element of 
the economy and capital spending is still falling. A recent 
decision to discontinue the investment tax for mining and 
manufacturing is not expected to boost investments in the 
short run. Nevertheless, strong foreign demand has raised 
business' sight for capital spending in pulp and paper, iron 
and steel and ferroalloys in 1980. Production in manufacturing 
continues to lag, but stocks have been largely drawn down 
and production, mainly for export, is now expected to begin 
to go up. The balance of payments on current account shows 
a smaller deficit than that projected at the end of last year. 
The commodity and services balance for January through March 
1979 recorded its first quarterly surplus since 1972. The 
most recent official estimate puts the deficit on current 
account for the whole year at $2.1 billion ($1.00 equals 
Norwegian kroner 5.12), or only two-thirds of the original 
estimate for 1979. Unemployment, which rose sharply in 1978, 
appears to have peaked early this year, although at 1.6 
percent of the working force in April unemployment is low by 
international standards. 


The Government's effort to contain the upward thrust in 
production costs by imposing a wage/price freeze through 1979 
has so far been successful. The goal of keeping prices and 
wages from rising above 4 percent may possibly be slightly 
optimistic, (most recent estimates suggest price increases will 
be about 5 percent this year), but Norway stands a good chance 
of recording lower rates of price and wage growth in 1979 than 
will most of its trading partners. 


A revised Government economic forecast for 1979 makes an 
upward adjustment from 1.8 to 2.1 percent in the growth in gross 
national product (GNP). All major components of the forecast -- 
private and public consumption, and investment -- are up, com- 
pared with earlier estimates. A major cause for this change is 
higher growth among pricipal OECD trading partners, notably 
West Germany and Sweden, coupled with stronger demand and 
higher prices for traditional Norwegian export products. 


The Government's principal economic objectives for 1980 
and beyond are to continue the restoration of the international 
competitiveness of Norwegian industry and to reduce external 
debt, while maintaining near full employment, moderate growth 
in wages and prices,and slow growth in public and private con- 
sumption. As far as the longer term prospects are concerned, 
however, the Norwegian Government appears to agree that the 
rapid economic growth of the 1960's is not likely to be repeated 
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in the foreseeable future, and that the Western economies 
will have to adjust to a moderate economic pace in years 
to come. 


Business Cycle Pattern Bears Promise of Some Upturn in 
Manufacturing 


Except for a marginal rise earlier this year, production in 
manufacturing has been stagnant, and in some sectors falling, 
since 1976. Developments in demand from abroad, and a draw- 
down of stocks to about normal levels, however, hold out 
promises of rising production in manufacturing industries, 
assuming a repetition of the roughly 4-year business-cycle 
pattern observed during 1955-75. According to one official 
study, production in export industries normally falls to its 
lowest level one or two quarters after the lowest level of 
export volume . Developments so far fit into this pattern in 
that Norway's lowest export volume level was registered in 
the fourth quarter of 1977, and the lowest export production 
level followed in the first quarter of 1978. An upturn in 
total manufacturing industry production may, however, be less 
strong and longer in coming this time because demand from 
abroad appears to influence both the length of the time lag 
and the strength of the revival of the industry. Demand 
from abroad, while strong, for some major products, has been 
weaker than might be expected at this stage of the business 
cycle. 


Capital Spending Continues to Shrink 


Aggregate investment is projected to continue its downward 
trend throughout the year. Gross private and public capital 
spending is expected to fall 6.5 percent in 1979 or to about 
28.5 percent of total GNP. This is an investment rate roughly 
similar to rates recorded before the offshore oil boom. 


Falling capital spending is expected in nearly all major 
sectors of the economy, hydroelectric power development notably 
excepted. Investment in manufacturing is projected to decrease 
by 15 pecent. One half of this reduction is accounted for 
by the completion of the Rafnes petrochemical complex. In- 
vestments in offshore oil and shipping -- which dropped 36.6 
percent in 1978 -- are projected to shrink by another 22 percent 
in 1979. The 5 percent investment tax on investments by mining 
and manufacturing companies will be discontinued July l. 
However, this measure is unlikely to create any significant 
new investment in the short run. 





The results of a poll taken among business executives 
this spring agree with the Government's expectations of a 


continued downtrend in total investments in mining and 
manufacturing. Compared with a similar poll taken in 

May 1978 concerning investment plans for 1979, the recent 
poll shows a 6 percent decline in 1980 investments. For 
manufacturing alone, however, the poll indicates an increase 
of 16 percent in 1980 investments. Increased capital spend- 
ing plans are largely concentrated in pulp and paper, iron 
and steel and ferroalloys industries all of which have 
prospered by strong foreign demand for their products since 
last fall. 


Improved International Competitiveness Still the Major 
Economic Objective 


Although retaining a high level of employment has a top place 
on the Government's list of priorities, restoration of Norway's 
international competitiveness continues to be the Government's 
major economic policy objective. The deterioration of the 
country's competitive status since 1972 is a result of several 
factors, including a Government anticyclical measure, 
employment maintaining subsidies, and appreciation of the 
Norwegian krone in relation to the U.S. dollar and other major 
currencies. 


Since the end of 1977, when the Government began slowly 
phasing out selective industry support, imposed a variety 


of austerity measures and twice devalued the krone, Norway's 
international competitiveness has been significantly improved. 
A Bank of Norway study claims that further improvement is 
required to bring Norwegian industry back to the competitive 
position held in 1973. The Bank advises that this objective 
should be attained by means other than that of further 
depreciation of the currency and calls for measures to 
increase productivity. While labor productivity showed an 
average annual growth of 3.7 percent in 1970-74, it fell by 
an annual 0.4 percent in 1975-78. The main explanation for 
this development is maintenance of employment in many in- 
dustries during a period of slack demand and low capacity 
utilization. The Government looks for increases in labor 
productivity in 1979, particularly in the aluminum, ferroalloys, 
pulp and paper and other export industries as they begin to 
approach full capacity. 


Balance of Payments Position Substantially Improved 


Norway's international economic position has so far this 
year developed substantially more favorably than anticipated 
by the Government last fall. The most recent estimate now 
sets the deficit on current account for the full year at $2.1 





billion - the same as last year's result - and only two- 
thirds of the original official projection for 1979. The 
balance of commodities and services, which turned positive 
in the first quarter -- for the first time since 1972 -- 
may turn out slightly positive for the full year as well. 
(The projected deficit will be fully accounted for by Norway's 
rising debt service.) Total foreign debt had reached $19.8 
billion by the end of 1978. While total imports this year 
are projected at $11.8 billion, exports of traditional goods 
are estimated at $7.5 billion and exports of offshore oil 
and gas at $4.3 billion. Since no June 1979 oil price rise 
is provided for in this estimate, actual performance could 
be even better than provided. 


The value of the commodity imports (seasonally corrected, 
excluding ships and oil platforms) has been on a moderate 
upward trend since last summer. The increase is partly a 
reflection of a rise in retail trade during the fall and winter 
months, partly to a stocking up of imported raw materials 
for export industries. Compared with the same period in 1978, 
the value of the first quarter commodity imports (excluding 
ships and oil platforms) increased 6 percent after having 
fallen 5 percent for December through February. 


The latest seasonally corrected data for commodity exports, 
excluding ships and offshore petroleum, showed a continued 
rise. Following a flattening out in the first 2 months of 
the year, export value rose again in March. Even though the 
inventories of export goods were drawn down considerably 
during 1978, exports from stocks continued through the first 
quarter, but they are now believed to be close to levels 
warranting a stepping up of the production in several categories. 


II IMPLICATIONS FOR BUSINESS IN THE UNITED STATES 


While the Government's austerity program last autumn has 
helped reduce import growth, Norwegian imports from the United 
States, spurred by a more affordable dollar, have been 
buoyant. Norwegian purchases of U.S. goods totaled $244 
million during the first quarter of 1979, compared with $191 
million for the first quarter of 1978. This represents an 
increase in the U.S. share of Norway's import market from 

6.6 percent to 8.1 percent. Sales of U.S. products in 
Norway should remain strong for the remainder of 1979, though 
in succeeding months they will probably fall short of levels 
achieved during the first 3 months of the year. 


Exports of U.S. grain and soybeans, which account for 
roughly one-fifth of the value of sales of U.S. goods in 
Norway, will be one of the most significant factors in the 
growth of Norwegian imports from the United States in 1979. 
Strong demand coupled with relatively high prices and a 
favorable exchange rate, all of which are expected to hold firm 
during 1979, will keep U.S. sales of these commodities running 
at a brisk pace. 
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Norwegian imports of U.S. industrial and transportation 
machinery, which currently comprise about 44 percent by value 
of U.S. products sold in Norway, will also account for a 
major part of the growth in U.S. exports to Norway. Deliveries 
of U.S. aircraft and parts should show substantial increases 
over 1978 levels. 


Norwegian imports of U.S. made office machines, computers, 
power generating machinery and related equipment during 1979 
have been exceeding 1978 levels. All of these products have 
good long-term sales growth potential. U.S. high technology 
products, such as computers, business equipment, and process 
control instruments can help in the process of restoring the 
international competitiveness and internal productivity of 
Norwegian industry that has a high priority for the Norwegian 
Government. The Government's intention to increase hydroelectric 
power generation in Norway will provide export opportunities 
for U.S. supplies of power generating and related machinery. 


Good and growing opportunities exist also for 
sales to the offshore oil industry now that concessions under 
the fourth offshore licensing round have been announced. This 
summer there will be exploratory drilling in the eight blocks 
awarded this past April. Although the Norwegian Government's 
plan to purchase 40 percent of the Sweden's Volvo A/B did 
not go through, the Government continues to be very much 
interested in oil for industry swaps and is requiring that 
foreign firms offer new projects to Norwegian industry to win 
concessions in Norwegian North Sea oil fields. 


Several foreign companies, U.S. firms among them, are planning 
joint ventures with Norwegian industry as a result. Pending 
cooperative projects include production of chemicals for 

the oil industry and manufacture of subsea equipment and 
automobile parts. U.S. firms that wish to license technology 
or undertake projects with Norwegian industry should find 

a receptive atmosphere. 
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